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U.K. Economic Policy 


In a speech at the Investment Bankers’ Association 
Dinner in New York on October 19, Viscount Harcourt, 
Economic Minister at the British Embassy in Washington, 
and Executive Director of the International Monetary 
Fund for the United Kingdom, made a sharp distinction 
between the situation of the United Kingdom in 1949 and 
its situation today. “In 1949,” he said, “the economy of 
the United Kingdom was still suffering from the anemia 
caused by six years of blood-letting during the war. 
Since that year it has been revitalized and expanded to 
such an extent that, far from dealing with a case of 
anemia, our present problem is to deal with a patient who, 
if anything, is suffering from high blood pressure.” 

Lord Harcourt stated that the degree of restraint that 
is now needed in the United Kingdom is comparatively 
small in relation to the total volume of U.K. activity. 
“The sterling area as a whole has been living beyond its 
means. But the deficit on its balance of payments, which 
is a fair measure of the extent of its extravagance, repre- 
sents no more than 4 per cent of its total import bill. 
Indeed one might argue that there would be no need for 
us to be taking such severe measures, if it were not for 
two factors. Of these by far the more important is the 
inadequacy of our gold and dollar reserves. These are 
still so small in relation to the volume of business trans- 
acted in sterling—a currency which finances more than 
50 per cent of the world’s trade—that the authorities in 
London cannot take any risks. We must be ready to react 
strongly and effectively even to the first signs of danger. 
It is mainly for this reason that we have taken compara- 
tively severe measures to reverse a drain representing 86 
small a proportion of our total import bill, whereas you 
in the United States, during 1954, were able to tolerate 
with commendable equanimity a balance of payments 
deficit, after the inclusion of foreign aid, equivalent to 
17 per cent of the cost of your imports. 

“The second cause of our present trouble has been the 
fact that during the summer many people, particularly on 
the continent of Europe, came to the erroneous conclu- 
sion that in one way or other sterling was about to be 
devalued. This belief led to a bear drive against sterling, 
which substantially increased the drain on our reserves.” 

The indications are that the immediate bear movement 
was killed by Mr. Butler’s forthright declaration at Istan- 
bul that under no circumstances was the British Govern- 


ment going to devalue its currency. This stopped the 


speculative drain on the reserves forthwith, and cleared 
the deck for action to redress the other factor militating 
against sterling, the exuberance in the domestic economy. 
“We have used, and shall use,” said Lord Harcourt, “the 
classical financial remedies. We have no intention of 
reimposing physical controls. We have already tightened 
credit and made money scarcer. Financial measures 
naturally take some time to have their effect on the econ- 
omy, but we are now seeing the positive results of strin- 
gent measures to restrict credit which were introduced 
some months ago. In addition to this, however, both the 
Prime Minister and the Chancellor have recently an- 
nounced that when Parliament reassembles next week the 
Government intends to take further measures, particularly 
in the field of public expenditure, to limit still more the 
excessive domestic demand on our available labor and 
resources. We intend to take whatever steps may be 
necessary to free goods to meet export demands and to 
secure a stable balance of payments for the United King- 
dom—indeed for the whole sterling area. We in Britain 
are very conscious that our prosperity, and indeed our 
very existence as a great power, depends fundamentally 
on the strength of our currency and the confidence which 
it enjoys throughout the world. 


“It would be idle to deny that the recent setback in our 
fortunes must slow down the rate at which we can ad- 
vance toward our ultimate goal of making sterling freely 
convertible throughout the world. But though the pace 
may be a trifle slower, I can assure you that there is no 
question whatever of my country straying off the road to 
convertibility into those byways of trade restrictions and 
isolation which might lead the sterling area right out of 
the free world of international trade and payments. Any 


attempt to achieve economic autarchy would be suicide. 


“The sooner, therefore, that we get our internal economy 
into order the faster shall we be able to move toward 
convertibility. 


“But sterling cannot become freely convertible until we 
can be confident of maintaining convertibility in bad 
weather as well as good. Nothing could be more dis- 
astrous for world trade than a repetition of the events of 
1947 when sterling became convertible prematurely. 
When this experiment terminated after only a few weeks 
it was followed by the emergence of a number of embat 
tled camps, each one striving to cut down its imports and 


protect industries, which were in many cases uneconomic. 
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by an endless series of prohibitions, quota restrictions, dollar gap can therefore easily be appreciated. The 
non-dollar world, however, is worried because the whole 
of this net outflow of dollars is due to processes entirely 


barter deals, and all the other paraphernalia of economic 
isolation.” 

The first essential condition, Lord Harcourt added, is 
The 


second is the availability of adequate reserves with which 


beyond its control. The U.S. taxpayer has generously 
contributed nearly $12 billion in foreign aid. Successive 
Administrations have provided, free, large quantities of 
military equipment to their allies and have spent $9 bil- 
lion on U.S. forces abroad, while the U.S. investor has 
invested abroad $51 billion net. If the rest of the world 
had not benefited from these dollars, there would have 
been a deficit of at least $17 billion on its accounts with 
the United States. It will be a long time before these 
sources dry up entirely. Both aid and military expendi- 
tures, however, may soon taper off, and the dividends and 
amortization paid by the rest of the world on U.S. over- 
seas investment are mounting rapidly. Even last year, 
income from U.S. investment abroad was equal to the 
amount of net new lending. These considerations ex- 
plain the anxiety to find some more permanent solution 
for what the Randall Report has called “the concealed 
dollar gap of some $2-3 billion annually.” There is no 
really satisfactory solution other than to be allowed to 
fight for dollars in the U.S. domestic market on reason- 
able and competitive terms. In the last five years the rest 
of the world has bought from the United States over $10 
billion more of goods and services than it has been able 
to sell there, and this deficit has been incurred at a time 
when purchases from the United States have been strictly 
limited by import restrictions in nearly every country. 
“As a basis for long-term planning, the gap is still far 
too wide for comfort.” 


“that our own house should be in proper order. 


to tide over the periods of trade slackness and temporary 
recessions which affect even the healthiest currency and 
economies. This is going to be a big problem for us. It 
is our hope, however, that we shall be able to solve it by 
building up our gold and dollar reserves by prudent 
internal policies and by support from such external 
sources as the International Monetary Fund. Finally, no 
currency can hope to remain convertible for long unless 
there is reasonable assurance that by one means or another 
it can balance its accounts with the U.S. dollar. This is 
particularly important in the case of sterling, because not 
even the most optimistic of us can foresee the possibility 
of rapidly acquiring sufficient reserves to carry us through 
a succession of years in which our current dollar earnings 
are inadequate to meet our needs.” 

The United Kingdom, and other countries that go con- 
vertible with the United Kingdom, must, Lord Harcourt 
said, show themselves capable of earning their way in 
conditions of free competition. But having proved them- 
selves competitive, they must also expect from the United 
States the right to compete. In the last five years the 
United States has indeed put into the rest of the world 
nearly $10 billion more than it has drawn from it, and 
the difficulty that American public opinion has had in 
understanding the concern in Europe about the so-called 


IBRD Loan to Japan 
The World Bank on October 25 made a loan of $5.3 


million to assist in financing the modernization of steel 
plate rolling facilities of the Yawata Iron & Steel Co., 
Ltd., of Japan. The loan was made to the Japan Develop- 
ment Bank, a Japanese Government agency established in 


installed between 1905 and 1928 and still in operation. 
The total cost of the project will amount to the equivalent 
of about $15.6 million. The new mill will have a some- 
what greater productive capacity than the combined out- 
put of the three outmoded mills. It will produce better 


1951 to supply long-term credit for industrial develop- quality steel plate at substantially lower cost. Operation 


ment and to act as a medium for government guarantees 
of private foreign borrowing. The Japan Development 
Bank will relend the proceeds of the loan to the Yawata 
Company. The loan is guaranteed by the Government of 
Japan. It is for 15 years and carries an interest rate of 
b. per cent. Amortization will begin on March 1, 1958. 

The Manufacturers Trust Company of New York is 
participating in the loan, without the World Bank’s guar- 
antee, to the extent of $791,000. This represents the first 
five maturities falling due semiannually from March 1, 
1958 to March 1, 1960. 

The loan will finance foreign exchange costs of import- 
ing equipment needed to install, at the Company’s plant 
at the city of Yawata on Kyushu Island, a modern steel 


plate mill which will replace three outmoded plate mills 


of the new mill is expected to result in savings, over 
present production costs, equal to more than $3 million 
per year. 

Yawata, now a privately owned company, is the oldest 
and largest steel enterprise in Japan. It accounts for 30 
per cent of Japan’s pig iron production; and in 1954 it 
produced more than 1.2 million tons of finished steel, or 
about 23 per cent of the country’s total output. Modern- 
ization of the steel industry is of basic importance to 
Japan’s internal economy and export trade. Direct ex- 
ports of iron and steel in 1954 amounted to more than 10 
per cent of total Japanese exports; and machinery and 
transportation equipment comprised 12 per cent of Japa- 
nese sales abroad in 1954. Over the past 18 months, the 


increase in exports of steel products, ships, and other 
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transportation equipment has been an important factor 
in the marked improvement in Japan’s balance of pay- 
ments position. 


The new loan brings the amount which the World Bank 


has lent in Japan to $45.5 million. In 1953 the Bank 
lent $40.2 million to the Japan Development Bank, to help 
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finance the construction of three high-efficiency thermal 

electric power stations by three privately owned public 

utility companies. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
October 25, 1955. 


The International Finance Corporation 


The Articles of Agreement of the International Finance 
Corporation, the proposed new affiliate of the World 
Bank, were signed in Washington on behalf of the Gov- 
ernment of India on October 19, and on behalf of the 
Governments of the United Kingdom and Canada on 
October 25. On behalf of Canada an Instrument of Ac- 
ceptance was also deposited, which completes the formal 
action necessary for membership in the Corporation. 

The Articles of Agreement of the IFC have now been 
signed by 20 governments. Of these 20, Canada and Ice- 
land have also deposited Instruments of Acceptance, and 
the other 18 are taking steps to enable them to do so. 
The countries which have signed the Articles are Canada, 
Chile, Colombia, Costa Rica, Cuba, the Dominican Re- 
public, Ecuador, Greece, Guatemala, Haiti, Honduras, 
Iceland, India, Mexico, Nicaragua, Pakistan, Panama, 


Paraguay, Peru, and the United Kingdom. An additional 
29 of the Bank’s 58 member countries have expressly 
indicated that they are in favor of membership in the IFC. 
The proposed subscriptions of these countries, together 
with those of the 20 listed above, total $88,951,000. The 
Corporation will come into being when 30 governments 
have subscribed $75 million to its capital. 

The two largest prospective shareholders ate the United 
States and the United Kingdom. The U.S. subscription 
amounts to $35,168,000 and that of the United Kingdom, 
$14,400,000. Both countries have taken legislative action 
authorizing them to become members. 


Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D. C., 
October 25, 1955. 





Europe 
EPU Settlements for September 1955 


The striking feature of the September settlements 
through the European Payments Union was the partic- 
ularly large deficit of the United Kingdom; it amounted 
to 106 million units of account (1 unit of account= 
US$1), compared with 78.5 million units in August and 
71.1 million in July. The U.K. deficit during the third 
quarter therefore was 255.8 million units. 


Only three other countries had deficits during Septem- 
ber, all of them rather small: Austria, 4 million units; 
Iceland, 0.2 million units; and Turkey, 2 million units. 
Turkey’s deficit had to be paid entirely in gold, which 
brings Turkey’s gold payments outside its EPU quota to 
214.7 million units. 

All other member countries had surpluses during Sep- 
tember, the main creditor being Germany with a surplus 
of 32.6 million units. Other substantial surpluses were 
those of Belgium-Luxembourg (19.6 million units), Swit- 
zerland (15 million), and France (16.7 million). The 
surplus of France was again settled fully through gold 
payments from EPU, since all the gold payments made 
previously by France to EPU in settlement of deficits 
outside the quota have not yet been paid back. The 6.5 
million surplus of Greece was also fully settled in gold. 
Other surpluses recorded were 8.2 million for Italy, 7.8 
million for Sweden, 4.7 million for the Netherlands, 1 mil- 
lion for Norway, and 0.5 million for Portugal. Denmark’s 


EPU position was in equilibrium in September, against a 

deficit of 4.6 million units in August. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 17, 1955. 


Netherlands Balance of Payments 


In a note to the Second Chamber of Parliament, the 
Netherlands Minister of Finance stated that the country’s 
balance of payments (based on registered incoming and 
outgoing foreign payments) on goods and services for 
the first half of 1955 showed a surplus of f. 82 million 
(US$21.6 million), compared with a surplus of f. 393 
million ($103.7 million) in the first half of 1954 and of 
f. 98 million ($25.9 million) during the second half of 
that year. The decline was due to a deterioration in the 
trade balance, as the increase in imports exceeded that in 
exports. Imports from the dollar area increased more than 
imports from other sources, largely because of the lib- 
eralization of dollar imports during the last two years. 
Owing to an improvement in other dollar account items, 
the dollar deficit on goods and services (f. 270 million, or 


$71.3 million) was reduced somewhat. 


The balance on capital account showed a deficit of 
f. 270 million ($71.3 million) in the first half of 1955, 
following a surplus of f. 24 million ($6.3 million) in the 
corresponding period of 1954 and a deficit of f. 242 
million ($63.9 million) in the second half of 1954. The 
deficit with the EPU area was f. 180 million and was 


caused by foreign issues in the Netherlands. Sales of 
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securities to the dollar area decreased to f. 256 million in 
the first half of 1955, from f. 282 million in the first half 
of 1954 and f. 353 million in the second half; they were 
partly offset by an accelerated amortization payment of 
f. 193 million to the IBRD in February 1955. 

The net gold and foreign exchange holdings of the 
Netherlands—which had increased steadily from 1951 
to mid-1954, and then decreased by f. 144 million in the 
second half of 1954—declined by f. 188 million in the 
first half of this year. Gold and convertible exchange 
holdings changed very little, since the capital inflow and 
capital outflow on dollar account were about equal and 
multilateral gold and dollar current account receipts were 
about equal to the goods and services deficit with the 
dollar area. 


Source: De Maasbode, Rotterdam, Netherlands, Octo- 
ber 18, 1955. 

Discontinuance of Sale of Swiss Gold Coins 

The Swiss National Bank decided to discontinue, as 
from October 1, the sale of Vrenelis (i.e.. Sw F 20 gold 
coins that no longer are legal tender). Sales of these 
coins to other banks, for resale to the public, which were 
resumed early in 1955 (see this News Survey, Vol. VII. 
p. 270), have amounted to about Sw F 70 million. The 
demand has recently been small and sporadic; hence, the 
decision to discontinue sales. 
Source: Neue Ziircher Zeitung, Ziirich. Switzerland, Oc- 


tober 5, 1955. 


New Monetary Measures in Norway 

The Norwegian Minister of Finance has announced 
that the Government will introduce new measures in 
Parliament to solve the long-term credit problem, includ- 
ing the financing of the state banks. A new bill covering 
reserve requirements of private banks will provide an 
increased incentive for the banks to buy government and 
government-guaranteed bonds. The new law is to replace 
the present law, which was made effective at the begin- 
ning of this year. At present, the larger banks have to 
keep 10 per cent of their demand deposits as a cash re- 


serve in the Bank of Norway (see this News Survey. 


Vol. VII, p. 239), but a recent shift in the composition 


of deposits, in favor of time deposits, has made the cash 
reserve regulations less effective. In their present form, 
moreover, the cash reserve requirements may create an 
upward pressure on interest rates by their effect on the 
banks’ policy concerning investment in government bonds. 
Under the proposed bill, the banks would have to main- 
tain a reserve calculated on the basis of total deposits, and 
their holdings of Treasury bills and of government and 
government-guaranteed bonds, as well as their demand 
deposits in the Bank of Norway, would be accepted as 
part of their reserves. 

A ten-year loan with interest of 344 per cent will be 
At least 30 per cent of 
the subscribed amount has to be paid in cash and the 


offered to the savings banks. 


remainder in older long-term government or government- 
guaranteed bonds at their par value. These bonds at 
present are quoted in the market at 825%. The loan is 
designed to meet the problem arising from the fact that 
the savings banks, whose portfolios contain a large share 
of 2% per cent bonds, have incurred higher interest 
expenditures since rates for deposits were raised last Feb- 
ruary. The savings banks will have ten months in which 
to make the cash payment that is required, but they have 
to agree not to sell any government bonds in order to 
raise the cash; therefore, if they wish to convert their 
total holdings of 244 per cent bonds, they will have to 
raise about NKr 250 million in cash. 

A bill will also be introduced to make it obligatory for 
life insurance companies and pension funds to invest a 
certain part of their assets in government bonds. 

The Minister of Finance reviewed the various measures 
taken at the beginning of the year to avoid the expansion 
of credit which might have followed the easing of the 
money market caused by government debt amortization 
and the loans of the state banks. These measures were 
carried out chiefly in the first half of the year and led to 
a tightening of the money market. Since the end of June, 
however, an easing of the money market, as a result of 
the operations of the state banks and of government 
drawings on its deposits in the Bank of Norway, has again 
created conditions favorable for credit expansion. 

The Minister of Finance stated that, if the authorities 
were to maintain at all times an adequately tight credit 
market, they would have repeatedly to take measures 
to neutralize the increase in liquidity created by the 
operations of the state banks. The contraction was 
achieved both last year and this year by issuing bonds at 
increasing interest rates. But since the interest rate can- 
not be raised again and again to create demand for gov- 
ernment bonds, the Government has introduced the three 
new bills. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 
way, October 18, 1955. 


Western Germany's Bond Market 


A report from Bonn states that bonds totaling DM 2.85 
billion were sold between January and August 1955, and 
that sales of industrial shares in that period amounted to 
DM 1.08 billion. Against this total of DM 3.92 billion, 
total issues placed in the market in the first eight months 
of 1954 had amounted to DM 3.78 billion, only DM 217 
million of which were shares. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 19, 1955. 


West German Exports of Food Products 


It is estimated that exports of food products from 
Western Germany will exceed DM 500 million in 1955, 
as they did in 1954. The main food products exported in 
1954 were meat (DM 81 million), oil cakes (DM 64 mil- 
lion), and beer (DM 42 million). The peak of food 
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exports from Germany (total area) before the war was 
RM 800-900 million in 1928-29. 
Source: Handelsblatt, Diisseldorf, Germany, October 12, 
1955. 
Eastern Germany's Foreign Trade 
A study by the German Institute for Economic Research 
of the foreign trade of the Eastern Zone of Germany 
shows that the Zone’s total foreign trade increased from 
the equivalent of US$1,715 million in 1953 to US$2,055 
million in 1954. The original estimate of $2,580 million 
for 1955 has been revised to $2,350 million (including 
interzonal trade). The 1954 data indicate that, within the 
eastern bloc, the trade of Eastern Germany was exceeded 
by only the trade of the U.S.S.R., which totaled $6,250 
million; the trade of Mainland China amounted to $2,030 
million. From 1951 to 1953, 82.6 per cent of the trade of 
Eastern Germany was with countries in the eastern bloc, 
16.4 per cent of the total being with the Soviet Union. 
Both this study and the Eastern Zone publication, Die 
Wirtschaft, show that special emphasis is being given 
currently to increasing overseas trade. While the western 
world accounts for only about 15 per cent of the trade of 
Eastern Germany, there are indications of an effort to 
obtain the maximum of raw materials on a barter basis, 
avoiding payments in foreign exchange as well as transit 
trade through Western Europe. 
Sources: Handelsblatt, Diisseldorf, Germany, October 19, 
1955; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, October 21, 1955. 


Far East 
Abolition of Thailand Rubber Surrender Requirement 


In order to expand and liberalize its foreign trade, 
Thailand eliminated, on September 15, 1955, the 20 per 
cent surrender requirement for proceeds from rubber ex- 
ports. To counterbalanc:. the effects of this step, it in- 
creased the export duty on rubber. 

As a further stimulant to trade, import duties on 
pharmaceuticals and some chemicals, and export duties on 
some foodstuffs, were lowered. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., October 10, 1955. 


Payments Agreement Between Vietnam and Cambodia 

A payments agreement has been concluded between 
Vietnam and Cambodia, with a view to facilitating ex- 
changes, which have hitherto been on a strict compensa- 
tion basis. Accounts will be recorded in U.S. dollars, and 
quarterly balances will be paid in the currency of the 
creditor country, or in gold, French francs, or foreign 
exchange mutually agreed. Transfers of current payments 
will be permitted liberally by both countries, provided 
that the equilibrium of the balance of payments is not 
thereby endangered. 
Source: Marchés Coloniaux du Monde, Paris, France, 

October 8, 1955. 


Japanese Payments Situation 

Japan’s foreign exchange receipts exceeded payments 
by $233 million during the first half of the current fiscal 
year (i.e., April-September 1955). If, however, account 
is taken of the increase in usance bills outstanding during 
the period, the surplus would be reduced to $144 million. 
This compares with a similarly adjusted surplus of 
$20-30 million during the corresponding period of the 
last fiscal year. 

The trade account showed a surplus of $26 million in 
the first half of the current fiscal year, compared with a 
deficit of $228 million in the corresponding period of the 
last fiscal year. Export receipts, at $977 million, were 
$248 million above those a year earlier, principally as a 
result of increased exports of iron and steel and textile 
products. Payments for imports, on the other hand, de- 
clined by $6 million, to $951 million, the decrease being 
due principally to smaller imports of raw cotton and 
machinery. Net receipts on accounts of services declined 
by $100 million, to $207 million; the reduction was the 
result of lower special procurement receipts and higher 
payments for transportation and foreign debt service. 

The dollar payments position improved from a deficit 
of $9 million in the first half of fiscal 1954 to a surplus 
of $220 million in the first half of fiscal 1955, as exports, 
principally of textiles, ceramics, ships, and iron and steel 
products, increased while imports, notably of raw cotton 
and machinery, declined. An increase in imports from the 
sterling area, especially of iron and steel materials and 
of raw wool, which exceeded the increase in exports to 
that area, reduced the surplus of sterling receipts over 
payments by $30 million, to $29 million. Open account 
payments showed a net deficit of $16 million in the first 
half of the current fiscal year, against a net surplus of $29 
million in the corresponding period of the preceding year. 
This deterioration was largely the result of reduced ex- 
ports to Indonesia. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, October 16, 
1954 and October 15, 1955. 

Anglo-Japanese Trade Agreement 

Japan and the United Kingdom have concluded a trade 
agreement under which Japan’s trade with the sterling 
area is expected to increase by £25 million each way, to 
between £225 million and £250 million during the 12 
months ending September 30, 1956. Many details of the 
agreement have not been disclosed, but it is known that 
Japan has increased its import quota of British woolen 
textiles from £2 million to £2.8 million, and has granted 
additional quotas for several other British manufactures, 
up to a total of £3 million. It is expected that sterling area 
exporters will, in future, have greater opportunities for 
competing for portions of other Japanese import quotas. 
The United Kingdom will continue all existing quotas and 


open general license facilities for Japanese exports, except 
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canned salmon for which the quota has been increased 
from £2.2 million to £4.7 million. The bulk of the postu- 
lated increase of about £25 million in Japanese exports is 
exper ted to go to the colonial territories. 

lhe object of the long negotiations that ended with the 
onclusion of this agreement was to prevent an imbalance 
in Japanese sterling payments. Japan had a large sterling 
payments deficit in 1953 and a surplus in 1954. In the 
first half of 1955, its sterling receipts and payments were 
approximately in balance, but its sterling balances con- 
tinued to rise because of a further increase in the short- 
term credit facilities made available to it during that 
period. Recently, however, the balances have shown signs 
of falling as these sterling credits have been reduced. 
Source: The Financial Times, London, England, Octo- 


ber 18, 1955. 


Use of Deutsche Marks for Japan's Foreign Settlements 


With the coming into operation, from October 1, 1955, 
of the new payments agreement between Japan and West- 
ern Germany, the deutsche mark has been designated as 
the fifth currency in which Japan’s foreign payments can 
be effected. 


Canadian dollar, sterling, and the Swiss franc. For Ja- 


The other currencies are the U.S. and the 


panese payments to Western Germany, deutsche marks or 
sterling can be used, while U.S. dollars as well as these 
two currencies can be used for German payments to 
Japan. 

Source: Bank of Tokyo, Weekly Review of Economic Af- 


fairs in Japan, Tokyo, Japan, October 15, 1955. 


Discontinuance of Japanese-italian Payments Arrangement 


Japan and Italy have agreed to discontinue from Janu- 


ary 13, 1956 the existing bilateral payments arrangement, 
From that date, 


settlements between the two countries will be made in 


which is on an open account basis. 


U.S. dollars or in other mutually agreed currencies. There 
will be no new trade agreement, but both countries have 
agreed to make efforts to maintain the volume of trade. 
Source: The Nippon Times, Tokyo, Japan, October 15, 


1955. 


U.N. Special Procurements in Japan 
The total special procurement orders placed in Japan 
by the U.N. forces during the five years (July 1950- 
June 1955) following the outbreak of the Korean war 
amounted to $1,619 million. They reached their peak in 
the year ended June 1953, when they amounted to $492 
million; in the 12 months ended June 1955, they amounted 
to $186 million. Of the total orders during the 5-year 
period, those for weapons amounted to $148 million, for 
building construction $108 million, and for coal $104 
million. 
Source: Bank of Tokyo, Weekly Review of Economic Af.- 
fairs in Japan, Tokyo, Japan, September 10, 
1955. 
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Indonesia's Export Duties and Premiums 


The Indonesian Government has announced measures 
to promote the country’s export trade by abolishing cer- 
tain export duties, sharply reducing certain others, and 
introducing premiums for the weaker exports. The new 
measures, which came into force on October 24, 1955, 
abolished the extra export duties of 5 per cent on rubber, 
copra, pepper, and coffee. Furthermore, exports of pepper, 
tobacco, sugar, palm oil, and palm kernels are also com- 
pletely exempt from the ordinary export duties. The other 
ordinary export duties have been revised as follows: copra 
and coffee, 3 per cent; oil and oil products, 4 per cent; 
and tin, 8 per cent plus 34% rupiah per 100 kilograms. In 
addition, all exports will continue to bear a statistical 
duty of 1 per cent. Finally, the Government will accord 
a premium of 5 per cent of the f.0.b. value on pepper 
exports, and 10 per cent on exports of coffee, palm oil, 
palm kernels, petroleum, tin, tobacco, and sugar. 
Source: The Journal of Commerce, New York, N. Y.. 

October 25, 1955. 


United States and Canada 
U.S. Wholesale Prices 


Nonfarm wholesale prices in the United States have 
risen 3.5 per cent during the last 12 months, while prices 
of farm products and processed foods have fallen 4 to 5 
per cent. The largest gain has occurred in rubber and 
rubber products, prices rising 20 per cent. Prices of 
metals and metal products have risen 10 per cent. 

Nonfarm price increases have accelerated in the last 
few months. From August to September alone, metal 
prices rose 1.5 per cent, agricultural machinery 3 per cent, 
crude rubber 6.4 per cent, and bituminous coal 7 per 
cent. The rise in metal prices was due primarily to the 
extremely short supply situation in copper. The rise in 
rubber followed price advances in London and Singapore 
and heavy U.S. purchases. The 7 per cent increase in 
bituminous coal reflected a wage increase for miners on 
September 1, as well as strong domestic and export 
demand. 

A 1.5 per cent increase in prices of farm products be- 
tween August and September resulted largely from a 10 
per cent rise in coffee prices. The New York dock strike 
held up incoming supplies at a time when warehouse 
stocks were limited and roasters’ inventories were low. 
Source: Department of Labor, Press Release, Washing- 

ton, D. C., October 11, 1955. 


U.S. Price-Support Program for Pork and Lard 


The U.S. Department of Agriculture will shortly begin 
to purchase pork products and lard in an effort to sup- 
port prices of these commodities. Purchases, which will 
probably be made until next August, will total about 170 
million pounds of pork products and 30 million pounds of 
lard, at an estimated cost of $85 million. Hog prices have 
been declining throughout 1955, and are presently about 
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30 per cent below 1954 levels. Price declines reflect 

increased production which began early in 1954. 

Source: The Wall Street Journal, New York, N. Y., 
October 25, 1955. 


U.S. Business Expectations 


Economic activity in the United States next year is 
likely to be greater than this year, despite expected de- 
clines in housing construction and in automobile output. 
This conclusion was reached at a recent meeting of the 
Business Advisory Council to the Secretary of Commerce, 
which is composed of about 160 industrial and financial 
leaders. Some Council members expect a small decline 
in the second half of 1956 as inventory accumulation 
slows down, while others doubt that such a decline will 
Members feel that the threat of inflation is less 
at present than earlier in the year, owing to the dearer 
money policy followed by the Government. Consumer 
credit is not considered excessive relative to incomes; 
debt payments have been prompt; and repossessions have 
declined. The Council recommended business restraint 
in price policy, despite the fact that labor has received 
wage increases this year. 

Over-all construction is expected to exceed slightly this 
year’s record. A decline in house building will be more 
than offset by higher spending for other types of con- 
struction. Expenditure for plant and equipment is ex- 
pected to equal the present 1955 estimate of $29 billion. 
Farm prices, after recent declines, may improve somewhat 
next year. 

Another survey—by Dun and Bradstreet, covering 1,363 
manufacturers, wholesalers, and retailers—shows that a 
majority expect sales and profits in the first quarter of 
1956 to exceed the records set in the first quarter of this 
year. Caution in enlarging inventories was indicated by 
the survey, as more than half of those interviewed stated 
that they expect to conduct their businesses with inven- 
tories no larger than those carried in the first three 
months of this year. 

Sources: The Wall Street Journal, October 24, 1955, and 
The Journal of Commerce, October 25, 1955, 


New York, N. Y. 
U.S. Population Estimates 


To provide a basis for long-range planning by. business 
and government, the U.S. Bureau of the Census, on the 
basis of recent statistics, has revised its 1953 estimates of 
From the July 1955 
level of 165 million, the population is now expected to 
increase to 177-179 million by July 1960 and to 207-228 
million by 1975. The range of the estimates for each year 
arises from differing assumptions as to the future course 
of fertility, the higher figure assuming that the 1954-55 
level of fertility will remain constant to 1975, while the 
lower figure assumes that fertility will decline by about 
one third from the 1950-53 level, to the prewar level. Net 


occur. 


the country’s population growth. 


immigration is assumed to be a relatively minor factor 
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in view of its present control by various laws; from 1955 
to 1960, the total allowance was 1.4 million, approximately 
the same as arrivals during the 1950-55 period. The esti- 
mates indicate that the most substantial increases will be 
in the age group below 25, but that the numbers above 
50 years of age also will increase substantially. 
Source: Bureau of the Census, Current Population Re- 
ports, Series P-25, Washington, D. C., No. 123, 
October 20, 1955. 


Canadian Corporation Profits 


Canadian corporation profits in the second quarter of 
1955 amounted to $814 million before tax, an increase 
of almost 23 per cent over last year. Tax liabilities as a 
proportion of gross profits were smaller this year than 
last, and profits after tax rose by 27 per cent, to $434 mil- 


lion. These gains followed a 7 


per cent increase, before 
tax, during the first quarter, and were shared by all indus- 
tries except the service group. Profits in manufacturing 
in particular, which were still falling during the first 
quarter, recovered in the second, the largest increase 
being in the iron and steel group. 

Source: Dominion Bureau of Statistics, Weekly Bulletin, 

Ottawa, Canada, October 14, 1955. 


Canadian Aid Program 


Since 1950 Canada’s economic assistance under the 
Colombo Plan has totaled Can$133 million, most of which 
has been granted to Pakistan, India, and Ceylon. Next 
year the Canadian Government will ask Parliament to 
make a significant increase above the 1955 contribution 
of $26.4 million, and it hopes to extend operations to other 
countries. In addition to these Colombo Plan contribu- 
tions, Canada has offered a high-power atomic reactor 
to India, costing $15 million over a three-year period. 
Source: The Globe and Mail, 

ber 21, 1955. 


Toronto, Canada, Octo- 


. >. 
Latin America 
Increase of Minimum Wages in Paraguay 
Since September 15 minimum wages in Paraguay have 
The National Council of 


Coordination stated that the increase was au- 


been raised by 10 per cent. 
Economic 
thorized in the light of the country’s improved economic 
situation and in order to raise the standard of living of 
workers. Last January, minimum wages were increased 
by 10 per cent, and in the first eight months of the year 
the cost of living rose by 16 per cent. 


Source: El Pais, Asuncion, Paraguay, September 9, 1955. 


Argentine Exports 


The volume of Argentine exports in the first half of 
1955 totaled 3.4 million tons, against 4.7 million in the 
same period of 1954, according to the National Statistical 
Service. The value of exports dropped by only M$N 277 
million, from M$N 3,403 million in the first half of 1954: 


this must be attributed largely to the fact that most of the 
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tonnage reduction was in cereals and other agricultural 
products, with a low value-volume ratio. 

Shipments of agricultural products dropped by 1.3 mil- 
lion tons, to 2.9 million tons, and there was a reduction 
of 1 million tons in cereals alone, from 3.5 million tons 
to 2.5 million. Livestock products declined from 418,500 
tons to 383,700 tons, with meat exports falling from 
162,800 tons to 155,200 tons. 
mining, and miscellaneous products), on the other hand, 
increased from 84,900 tons to 136,100 tons. 

The United Kingdom was the principal market for Ar- 


Other exports (forest, 


gentine exports in the first half of 1955, taking 20 per 
cent of the total; next in order were the United States 
(18 per cent), Brazil (12 per cent), Italy (7 per cent), 
and Germany (6 per cent). 

Export figures of reliable private sources show that 
from January | to October 8, 1955 the decline in cereals 
continued, with the exception of wheat exports, which 
were substantially greater than in the same period of 1954. 
Wheat exports in the period indicated rose to 2.7 million 
tons, from 2.1 million tons in the same period of 1954, 
while maize dropped from 1.4 million tons to about 
300,000 tons, rye from 778,000 tons to 260,000 tons, oats 
from 621,000 tons to 91,000 tons, and barley from 590,000 
tons to 284,000 tons. The decline is attributed largely to 
adverse weather conditions, which affected the last crop. 

The minimum support prices for maize and sunflower 
seeds, which had been increased by the previous Govern- 
ment by about 10 per cent in August, were raised by the 
new Government by another 10 per cent on October 10, 
in order to induce higher sowings for the 1955-56 crops. 
Source: The Review of the River Plate, Buenos Aires, 

Argentina, October 11, 1955. 


Other Countries 


Australia’s Cost of Living 


The Australian cost of living index increased by 1.5 
per cent during the three months ended September ; during 
the six months ended June, it had risen by about 2 per 
cent. It is reported that the continuing increase in the 
price level has led trade union leaders to call for a nation- 
wide restoration of automatic wage adjustments to cost 
of living changes. Such adjustments are not now made by 
the Federal Arbitration Court, but more than 1 million 
workers whose wages are governed by State tribunals will 
receive an increase in their basic wage as a result of 
the rise in the cost of living index. 

Source: The Financial Times, London, England, Octo- 
ber 18, 1955. 


New Zealand Discount and Interest Rates 


The Reserve Bank of New Zealand announced on Octo- 
ber 18 a further increase in its discount rate, from 6 


per cent to 7 per cent. This is the third increase since 
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July, when the discount rate was 4 per cent. The Reserve 
Bank stated that the further increase will supplement the 
recently announced increase in the reserve ratio (see this 
Vews Survey, Vol. VIII, p. 132) in combating inflationary 
pressures. 


The Minister of Finance had announced earlier an in- 
crease, from 354 per cent to 4 per cent, in the long-term 
government borrowing rate, and from 4 per cent to 414 
per cent in the rate for borrowings by local bodies. The 
government rate had been raised from 3 per cent to 334 
per cent in May 1953, and that for local bodies from 314 
per cent to 4 per cent in August 1952. 

The Minister of Finance also announced the flotation 
of a National Development Loan of £NZ 10 million be- 
tween October 12 and November 18. Investors are offered 
a choice of terms: short-term 354 per cent bonds maturing 
on August 15, 1958 and issued at 9914; and long-term 
4 per cent bonds maturing on August 15, 1966 and 
issued at 99. 


Sources: Australian Financial Review, Sydney, Australia, 
October 6, 1955; The Financial Times, London, 
England, October 19, 1955. 


Fund Alternate Executive Director 


U San Lin, formerly General Manager of the Union 
Bank of Burma, has been appointed Alternate Executive 
Director of the Fund for Burma, Ceylon, Japan, and 
Thailand, as of November 1, 1955, to succeed Mr. Boonma 
Wongswan. 


Corrigendum 


Vol. VIII, No. 17, October 21, 1955, page 135, item 
“Bank of Finland’s Financing of Metal Exports”: The 
first sentence should read, “The interest-free advances of 
the Bank of Finland, made in accordance with an agree- 
ment with the State Bank of the U.S.S.R., to cover long- 
term deliveries of the metal industry, have been paid in 
installments between the date of conclusion of the de- 
livery contract and the final delivery date.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





